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Re : Utility S ource , LLC, Docke t No WS -04235A-06-0 -303

Dear Commiss ione r Mayes :

This  tiling is  in re sponse  to your le tte r to the  P a rtie s  in the  subje ct Docke t da te d
December 31, 2007, in which you reques ted tha t the  Pa rtie s  file  proposed phased ra te s
implementing Judge  Wolfe 's  Recommended Opinion and Order revenue  leve ls .

The  Compa ny be lie ve s  such a  solution is  ill-a dvis e d, counte rproductive , unfa ir,
not supported by the  record, and extremely de trimenta l to the  Company and ultima te ly to
its  cus tomers . There fore , the  Company is  respectfully not filing proposed phased in ra tes .

You ma y re ca ll tha t the  re cord in this  proce e ding re fle cts  tha t the  "tra ditiona l"
me thodology of tiling a  ra te  a pplica tion tha t would ha ve  be e n s trictly in a ccorda nce  with
ACRR R-14-2-103, would ha ve  re quire d a n a pproxima te  300% incre a se  in the  e xis ting
rates. Th is  a p p lica tio n  is  n o t fo r a  s ta rtu p  co mp a n y o r in  a  n e w Ce rtific a te  o f
Conve nie nce  a nd Ne ce s s ity conte xt. The  Compa ny ha s  be e n offe ring s e rvice  for ove r
four years  and has  extensive  his torica l da ta  on which to se t ra tes , hence  it has  the  right to
a  Fa ir Return on its  Fa ir Value  Rate  Base .

Howe ve r, the  Com pa ny a cknowle dge s  tha t tha t would be  a  la rge  incre a s e , a nd to
a m e liora te  tha t im pa ct the  Com pa ny propos e d, a nd S ta ff concurre d, with the  inclus ion of
future  cus tom e rs o ve r which  to  s pre a d  the  re ve nue  re quire m e nt. F or tha t re a s on  the
Com pa ny a dde d 350 none xis te n t cus tom e rs  a n tic ipa te d  in  the  F la gs ta ff Me a dows  Unit
Thre e  S ubd iv is ion  to  the  ra te m a king  c a lc u lus ,  a s  we ll a s  inc lud ing  W e ll #  4  wh ic h  is
ne e de d to s e rve  those  cus tome rs . At the  time  of the  he a ring on the  a pplica tion it ha d be e n
de te rm ine d tha t the  zoning for F la gs ta ff Me a dows  Unit Thre e  wa s  a pprove d a t only 276
units . W e  n o w kn o w th a t  th e  b u ild e r h a s  to ta lly "p u lle d  o ff'  th e  p ro je c t  d u e  to  th e
downturn  in  the  re a l e s ta te  m a rke t.  The  bo ttom  line  is  tha t the  Com pa ny proba bly will
n o t  s e e  a n y o f th a t  g ro wth  fo r  two  o r  th re e  ye a rs  a t  th e  e a r lie s t . P h a s in g  in  th e
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Recommended Opinion and Order revenue  leve ls  would assure  the  Company of anothe r
c o u p le  o f ye a r .o f s ig n ific a n t lo s s e s  a n d  d e la y th e  C o mp a n y's  re c e ip t o f th e
Recommended Opinion and Orde r revenue  leve ls  so tha t it would be  three  yea rs  be fore
thos e  a uthorize d le ve ls  we re  re a lize d. In  othe r words , the  Re comme nde d Orde r's
propose d incre a se  is  a lre a dy a  form of pha s ing in. To re quire  the  Compa ny to suffe r a n
additional phase  in is , as  s ta ted, inappropria te .

Mr. Bourassa  was asked a t the  hearing about phasing in the  Staff' s  recommended
revenue  leve l to furthe r le ssen the  impact on cus tomers . He  te s tified, in e ffect, tha t such
a  pha s ing would be  "double  clipping" on the  tra ns ition. The  none xis te nt cus tome rs
include d in the  a pplica tion a lre a dy re duce  the  le gitima te  incre a se  by ove r one  ha lf. It is
pa te ntly unfa ir to  furthe r s pre a d tha t much ne e de d a nd jus tifie d incre a s e d ove r a n
extended time  period. The  "shock", if any, is  not caused by the  proposed ra tes , but by the
ina ppropria te ly low e xis ting ra te s . The re  is  nothing in the  re cord to s upport furthe r
phas ing of these  increases , but Mr. Bourassa  clea rly expla ined why furthe r phas ing is  ill-
advised and unfa ir.

Furthe r, re ducing the  ca sh How by pha s ing in the  incre a se  will cle a rly re sult in a
ne ga tive  Ope ra ting Ma rgin  for the  Compa ny. As  Mr. Boura s s a  te s tifie d , the  S ta ffs
re ve nue  le ve l, a s  a dopte d by the  Re comme nde d Orde r, doe s  not provide  a  pos itive
Ope ra ting Ma rgin. In a ddition to  it be ing unfa ir, it h ighlights  the  conce rn ra is e d in
Inte rve nor Hite sma n's  De ce mbe r 31, 2007 le tte r in this  docke t a s  to the  via bility of the
Company. S uch re ductions  would a ls o be  unproductive  in tha t the y would ce rta inly
trigge r a n a lmos t imme dia te  tiling of a  ne w ra te  ca se  a pplica tion, in which the  Compa ny
would not propose  any proforma adjustment due  to the  condition of the  housing marke t.

If the  Commiss ion is  incline d to pha se  in a n incre a se , it should firs t re move  the
350 nonexis tent cus tomers  and Well # 4 and e s tablish the  "traditiona l" revenue  increase
of ne a rly 290% for both the  Wa te r a nd Wa s te wa te r Divis ions . Only the n s hould the
Commission consider phasing in tha t revenue  requirement.

Commiss ioner Kris tin K, Mayes
January 10, 2007
Page 2

We would urge  the  Commiss ion to re ject any cons ide ra tion of phas ing in the  ra te
increase , and adopt the  Recommended Opinion and Order or amend the  Recommended
Orde r to remove  the  350 proforma  cus tomers  and Well # 4 and then phase  tha t revenue
requirement.

The  Company thanks  you for your considera tion.

S ince re ly,

Richa rd L. S a llquis t
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Cc: Docke t Control
All Commis s ione rs
De a n  Mille r
He a ring  Divis ion
Utilitie s  Divis ion
Le ga l Divis ion
Da vid Hite s ma n
P onde ros a  Fire  Dis trict
De nnis  J one s
Lonnie  McC1e ve
Tom Boura s s a
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